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the Standard StatewideFlat Rate or Basic Rate is referred to as the Transition 
Period Basic Rate. Effective July 1,1999, the StandardStatewideFlat Rate is 
referred to as the Post Transition Period Basic Rate. The Transition Period Basic 
Rate consists ofa Direct Care component andIndirect Carecomponent. The Post 
TransitionPeriod BasicRate is based on allowablecosts. 

1. TransitionPeriod Basic Rate and Complex Medical Needs Add-onRate. 

a. 	 Direct Care Componentof the TransitionPeriodBasicRate. The 
Direct Care Component is based on the Statementsreceived by the 
Division bydecember 91,1996, for fiscal reportingperiods ending 
September 30, 1996, or earlier (reporting Year). The Division 
desk reviewsor field auditsthe Statementsand for each facility 
determines a total allowabledirect care (Direct Compensation, 
Direct Care Supplies and Food) cost per diem,hereafter referred to 
as the Direct Care Cost.For each facility, its Direct Care Cost is 
inflated usingthe percentage increase determined as follows: 

A Direct Care Coststatewide weighted average is 
determined for the Base Year and compared toa Direct 
Care Cost statewide weighted averagefor the preceding 
fiscal period, resulting ina percentage increase in Direct 
Care Cost. 

This percentage increase is applied toTach facility's fiscal year 
that ends in the 1997199biennium. 

For each facility's fiscal yearending during the 1997/99 biennium, 
its Direct Care Cost is limitedto a Direct Care. 
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Ceiling calculated as follows: 

The Direct Care Costis inflated to reflect changes in the 
DRI Index from the mid-point of each facility’s reporting 
period to themid-point of the transition periodbeginning 
July 1,1997. The Direct Care Cost as adjusted for DRI 
inflation for all facilitiesare then ranked and the 70th 
percentile (DirectCareCeiling) determined. 

The Direct CareCeiling as determined is inflated to the mid-point 
of each facility’s fiscal year that ends during the 1997/99 
biennium. The inflation factor usedin each case will be the 
projected change in the DRI Index for calendaryear 1997. 

b.TheIndirect Care Component of the TransitionPeriodBasicRate. 
Effective July 1,1997,the Indirect Care Component of the 
Transition Period Basic Rateis the Indirect Care Rate effective 
July 1, 1996 inflatedto July 1, 1997 using the projected change in 
the USCPI between December,1996 and December, 1997, and 
then adding 2cents a residentday to comply withOBRA 1987. 
The Indirect Care Rate is a flatrate established as the statewide 
weighted average rate. The Indirect Care Ratewas phased in over 
fouryears beginning with thefiscal period ending June 30,1992, 
so that in the fifth year all nursingfacilitieswould receive thesame 
indirect rate. To calculate the Indirect Care Rate, the ratesfor 
Property, Administration andOther Support thateach facility 
would have received underthe system in effecton June 30, 199 1, 
were calculatedas if the system had continued 
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in existence, with one exception. For facilitieswith less than 95% 
occupancy rates,per resident day Administration and other 
Support costs were adjustedtowhat they would havebeen at 95% 
occupancy; thisadjustment was made by dividing allowable 
Administration and other OperatingSupport costs by the number 
of resident days facilitieswould have had if they had been95 
percent fullduring the relevant cost reporting period. These three 
rates werethen combined to form the "base indirect rate" for each 
facility. To calculate the weighted average,the base indirect rate 
was multipliedby the facility Medicaiddays. The sums of all of 
these calculationswere added together and divided by total 
Medicaid days to arrive at the statewideweighted average.To 
establish July1,1993rates, these adjusted 1991 rates were inflated 
by the one-yearchange in the NationalNursing Home Market 
Basket as measured in the fourthquarter of 1991;plus thereafter, 
rates were inflated on July1 by the change in the US CPI for the 
previous calendar year. For example, the Indirect Care Rate as of 
July 1, 1997 is inflated to July 1, 1998 using the projected change 
in the USCPI between December, 1996 and December, 1997. The 
statewide weighted averagerate was not rebased. However, a 
statewide indirect add-on rate was computed to account for indirect 
costspreviously included in directcost accounts. The method for 
calculating the indirect add-on wasas follows. Costs of inservice 
directors, central supply clerks and leased oxygen equipment 
appearing in the Statements usedto set the indirect rates were 
identified and summed. For each facility, thesecosts were divided 
by the greater of the numberof the resident days the nursing 
facility actually reported on theStatementused to set the 1991 
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rates, or thenumber of days the facilitywould have had at 95 
percent occupancy. This calculationresulted in an add-on to the 
facility specific indirectrate. The statewide indirect add-onrate 
was computed by multiplyingthe facility specific rates by the 
number ofMedicaid resident days for each facility The sums of 
all these calculationswere added together and divided by the total 
number of Medicaid days toarrive at the statewideweighted 
average. 

The Indirect Care Rate was phased in over five years,from State 
Fiscal Year 1991-92through State Fiscal Year 1995-96.Each year 
of the phase-in period,a l a r g e r  share ofthe rate received by each 
facility is comprised of the statewideaverage (see following table). 

Indirect Rate Phase-In 

State Fiscal Year % Facility Specific % StatewideAverage 

1991-92 80% 20% 
1992-93 60% 40% 
1993-94 40% 60% 
1994-95 20% 80% 
1995-96 0% 100%. 

The Indirect Care Ratewas inflated each July1 by the U S  CPI. 
During the phase-in period,facility specific rates were inflatedby 

the same factor. 

C. 	 InitialTransitionPeriodWeightedAverageRate. For each 
facility, its Direct Care Costas adjusted for inflationand subject to 
the DirectCare Ceiling is combined with the Indirect Care Rate 
resulting in a facility specific weighted averagerates. A statewide 
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weighted average rate (the Initial Transition Period Weighted 
Average Rate) is then determinedby applying each facility’s 
specific weighted averagerate against its total number of patient 
days in its Base Year. 

d.InitialTransitionPeriodBasePool. The Initial TransitionPeriod 
Weighted Average Rate is next applied to the projected caseload 
for the 1997/99biennium to arrive at the Initial Transition Period 
Base Pool. 

The numberof clients in pediatric nursing facilities or in self­
contained pediatric nursing unitsasof December 3 1’ 1996, are 
then determined andthe total numberof clients is multiplied by the 
pediatric rate determined in 1I.C. as adjusted for inflation using the 
DIU. The resulting amount is subtracted from the Initial Transition 
Period Base Pool resulting an Initial Transition Period Base Pool 
excluding pediatric costs. 

e. 	 ComplexMedicalNeedsAdd-on.TheInitial Transition Period 
Base Pool after removal of pediatriccosts is divided by the 
projected caseload for the 1997/99 bienniumless the number of 
clients in pediatric nursingfacilitiesor in self-contained pediatric 
nursing units asof December 3 1, 1996, resulting in an Initial 
Transition Period Non-Pediatric Basic Rate.Forty percent (40%) 
of this rate is the Complex Medical Needs Add-on Rate. The 
Complex Medical Needs Add-onrate is applied to the numberof 
clients infacilitieswho met the Complex Medical Needs Add-on 
criteria (1I.B.) in June 1997. The resulting amount is then 
subtracted from the Initial Transition PeriodBase Pool after 
removal of pediatric costs resulting in an Initial Transition Period 
Base Pool after the removalof pediatric costs and Complex 
Medical Needs Add-on costs. 
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f. 	 TransitionPeriodBasicRate. The Initial TransitionPeriodBase 
Po01 after removalof pediatricand complex M e d i d  Needs Add­
on costsis then divided by the projected caseloadfor the 1997199 
biennium, lessthe pediatric caseload number of clients in 
pediatric nursing facilitiesor in self-containedpediatric nursing 
units as of December31,1996) and the Complex Medical Needs 
Add-on caseload (the numberof clients in facilities who meet the 
Complex MedicalNeeds Add-on criteria in June 1997), resulting 
in theTransition Period BasicRate. 

The Division determinesasof November 30,1997, May 3 1,1998, 
and November30,1998, the numberof clients in each facility on 
whose behalf paymentsare made at the Transition Period Basic 
Rate and the numberof clients subject to the Complex Medical 
Needs Add-on Rate. Deviations in the pediatric caseload (number 
of clients in pediatric nursingfacilities or in self-contained 
pediatric nursing unitsas of December 3 1, 1996) and Complex 
Medical Needs Add-on caseload(the number of clients in facilities 
who meet the Medical Add-oncriteria in June 1997) will resultin 
the Transition Period Basic Rate being adjustedto ensure that the 
Initial Transition Period Base Pool remains constant. The 
recalculated Transition Period Basic Rate becomes effectiveon the 
first day of the second calendar month following the date of the 
recalculation. The Transition Period Basic Rate effective July1, 
1998, is based on the Transition Period Basic Rate recalculated on 
May 3 1, 1998 and adjustedfor inflation using theDM. 
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Post Transition PeriodBasic Rate and C o m p l e x  Medical Needs Add-on 
Rate. 

a. Initial Post TransitionPeriod Basic Rate. For the first yearof each 
biennium (the Rebasing Year),the Post TransitionPeriod Basic 
Rate is based on the Statementsreceived by the Division by 
September (or postmarked by October 3 1,if an extension of filing 
has been approvedby the Division) for the fiscal reporting period 
ending on June 30 of the previous even-numbered year,e.g., for 
the biennium beginning July1,1999, Statements fbr the period 
ending June 30,1998 are used. Statements for pediatric nursing 
facilitiesarenot used to determine the Post Transition Period Basic 
Rate. The Division desk reviews or field audits these statements 
and determinesfor each nursing facility,its allowable costs less the 
costs of its self-contained pediatric unit,if any. 

For each facility,its allowable costs, less the costs ofits self­
contained pediatric unit(if any) is inflated from the mid-point of 
its fiscal reporting period the mid-point of the first year ofthe 
biennium, hereafter referred as the Post Transition Period Base 
Year (e.g., for the biennium beginning July 1,1999, the Post 
Transition Period Base Yearis thefiscal periodending June 30, 
2000) by projected changesin the DRI Index. 

For each facility,its Allowable Costs Per Medicaid Day is 
determined using the allowablecosts as inflated and resident days
excluding daysin a self-contained pediatric unit as reported in the 
Statement. 
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A Statewide Weighted Average AllowableCostsPer Medicaid Day
(the InitialPost TransitionPeriod Basic Rate) isdetermined by
applyingthe Allowable Costs Per Medicaid Day fbr each facility to 
its total Medicaiddays excluding days in a self-contained pediatric
unit as reported in the Statement, summing the computations for all 
applicable facilities, and dividing the results by the total resident 
days (excluding total days in selfcontained pediatric units) for all 
facilities. 

. .  
b. 	 PostTransitionPeriodBasic Rate for the period July 1, 1999 

through June30,2003. The relationshipthat the Transition Period 
Basic Rateeffective July 1,1997bears to the Initial Transition 
Period Weighted Average Rate (excludingpediatric facilities and, 
self-containedpediatric units)is determined. The resulting 
percentage (Benchmark)is used to determine the Post Transition 
Period BasicRate for the first year of the biennium. The 
Benchmark isapplied to the Initial Post Transition Period Basic 
Rate to determinethe Post Transition PeriodBasic Rate for the first 
year of the biennium. 

The Post Transition Period Basic Rate the second year (Non-
Rebasing Year)of the biennium is the Post TransitionPeriod Basic 
Rate for the first year, inflatedby the DRI Index. 

c. 	 ComplexMedicalNeedsAdd-onRate.TheComplexMedical 
Needs Add-on Rateis 40 percent of the Post Transition Period Basic 
Rate. 

d. 	 RebasingYearAdjustment.In a RebasingYear in whichthePost 
Transition Period Basic Rate isless than the Post 
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Transition Period Basic Rate in the prior Rebasing Year adjusted for innation 
using the DM, the Post Transition Period Basic Rate for the newRebasing year 
will be increased by one-halfthe difference between the two rates. 

For the period beginning July 1,2003 through June 30,2005, new basic Rates are 
computed by eliminatingthe Benchmark an!?replacing it with the 63 percentile of 
allowable costs (both direct and indirect). 

For the period beginnin July 1,20@ through June 30,2007,the Benchmark is 
eliminated and beg inn ing  the 70 percentile of allowable costs (both direct and 
indirect). 

The BasicRate established in steps B.3. and B.4. aboveis inflated by theDRI 
Index in the second year (the Non-Rebasing Year). 

Complex Medical Needs Add-on Rate. The Complex Medical Needs Add-on Rate 
is 40 percent of the Basic Rate. 

Pediatric Nursing Facilities. 

1 .  	 Pediatric nursing facilitymeans a licensednursingfacility, 50% of whose 
residents nursingenteredthe facility beforethe age of 14 and allof whose residents 
are under the ageof 21. 

2. 	 Pediatric nursing facilities will be paidaperdiemrate of $188.87 
commencing on August 1, 1999, which rate will: 

Bea.prospective; 

b. Notbe subject to settlement;and 

c.Theperdiemratewillbecalculated as follows: 

The per resident daytotal cost from the desk reviewedor the 
field audited cost report for all pediatric nursing facilitiesare 
summedanddivided by thetotalpediatricresident days.
The base year willbe 1998. Once the weighted average cost 
is determined therebaserelationshi 
determined in the implementationoPK percentage (90.18%),

t e flat rate system In 
1997, is applied to set the new rate. Before computing the 
weightedaveragecost, the facility -specifictotalcosts are 
inflated by a change inthe DRI In2ex to bring the cost to the 
rebase year. 
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On july 1 of each non-rebase year after 1999, the 
rate w& be increased bythe annual c in the RI index 
8s measured in the previous 4 q-9- in2001 
ratesetting willoccurinalternate ears. R e b a s i n g
pediatric nursing facilityrateswillbe calculatedusing the 
method described above. 

3. 	 Pediatric nursing facilitiesmust comply with all requirementsrelatingto 
timely submissionof Nursing Facility Financial Statements. 

D. Licensed Nursing FacilityWith a Self-contained PediatricUnit. 

1. 	 A nursing facility withaself-containedpediatricunit means alicensednursingfacility at cares for pediatricresidents (residents under the age of 
21) in a separate anddistinct unit withinor attached to the facility. 

2. 	 Nursingfacilitieswithaself-containedpediatricunitwillbepaidin 
accordance with subsection C.2.of this section for pediatric residents cared 
for inthe pediatric unit. 

3.Nursingfacilitieswithaself-containedpediatricunitmustcomplywithall 
requirements related to timely submissionof Nursing Facility Financial 
Statements and must file a separate attachment, onforms prescribed by the 
Division, related to thecosts of the self-contained pediatric unit. 

IV. Public Process 

The State has in place a public process which complies the requirement of Section 
1902(a)( 13)(A)of the Social Security Act. 

V. 2003 State Legislative Changes (change in the definition of allowable costs.) 

a. Nursing Facility Assessments. The nursing facility assessment is an allowable 
Medicaid cost. 
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